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President’s Report 


STOCKHOLDERS’ ANNUAL MEETING 

August 15, 1922 

IP To the Stockholders of 
x The American Multigraph Company: 

t~ In the following report of your company during the fiscal 
year, beginning July 1, 1921, and ending June 30, 1922, I 
c shall quote largely from annual reports of departmental 
cn heads covering the activities of their respective departments, 
i A condensed financial statement is herewith attached and 
extracts from the Treasurer’s annual report to the Directors 
^ will enable the stockholders to more intelligently interpret it. 
C In considering the business for the year I wish to divide 
^ it into two six month’s periods ending December 31, 1921, 
and June 30, 1922. My reason for doing this is the fact that 
the general business depression which affected the entire 
country was most severely felt by your company during the 
calendar year of 1921, the latter half of which constitutes 
the first half of the fiscal year just ended. 

During the year of 1921 the entire effort of the organiza¬ 
tion was directed toward the sales end of the business, for 
great resistance was being met in our endeavor to maintain 
our normal volume. During this period, the management, 
in analyzing the sales records, found that the company’s Re¬ 
built Division was doing an increased volume of business 
while the sale of new equipment was falling off. This in¬ 
dicated that, while the buying public appreciated and desired 
Multigraph equipment, the price factor was a large one in 
the consummation of a sale. Based on this theory, the Engi¬ 
neering Department was instructed to re-design our Junior 
Multigraph equipment that sold at $250 so as to reduce the 
cost of manufacture without sacrificing quality or useful 
ness, so that it might be placed on the market at a reduction 
of $100 or at a selling price of $150, and to have this model 
ready for the sales organization January 1, 1922. The suc¬ 
cessful carrying into operation of this plan is best shown by 
the results attained during the last six months of the fiscal 
year, both in volume of sales as well as net profits resulting 
therefrom. 

The reception by the public of the new models was be- 
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yond our expectations, and our production schedule, which 
had been planned to take care of the demand, fell far s*?ort 
of the requirements and while the Production Department 
bent every effort towards increasing production to meet the 
demand, at the end of the fiscal year they were still behind 
in their orders for these models. 

The total sales for the fiscal year were $3,959,755 com¬ 
pared with $4,419,600 for the previous year. 

The manufacturing cost of the products sold was $1,356,- 
568 or 34.3%, while the previous year it was $1,546,911 
or35%. 

The total expense of doing business for the year, which 
includes Administrative, Home Office, Domestic and Foreign 
Field Sales Expense, was $2,392,023 or 60.4% as against 
$2,666,019 or 60.3% for the previous year; this resulting in 
a net operating profit for the year of $211,164 or 5.3% as 
compared with $206,670 or 4.7% for the preceeding year. 

It is well to call attention to the fact that in the above 
comparisons each fiscal year experienced six month’s of the 
year’s depression which has already been mentioned. The 
changed conditions of the second six month’s period of the 
fiscal year are illustrative of the return to normalcy. 

The period from June to December in 1921—the total 
sales were $1,684,038; the manufacturing cost $579,735 or 
34.5%; total expense $1,106,588 or 65.7%, showing a net 
operating loss for this period of $3,285 or .2%. 

The six month’s period from January to June 1922 shows 
sales of $2,276,717; manufacturing cost of $776,833 or 34% ; 
total expense $1,285,435 or 56.5%, leaving a net operating 
profit for this period of $214,449 or 9.4%. 

It will be noted that the gain resulting in the change from 
a loss to a profit in these two periods was almost entirely 
due to the lessening in the expense of doing business. This 
can be attributed largely to the increased volume of sales. 

While labor and material costs decreased, the percentage 
of manufacturing cost to sales showed but .4% decrease, this 
being due to the placing on the market of the new mode! 
with its high initial cost of production. To illustrate this— 
the last lot of this model put through the plant shows a re¬ 
duction in cost over the first lot produced of 48%. The 
benefits from this reduction have not yet had time to reflect 
in the profit figures. 

An analysis of the reduction of surplus, amounting to 
$414,251.45, will be of interest to the stockholders: 

You will note that the surplus on the attached statement, 
line 49, was $1,123,507.33 on June 30, 1921. Added to this 
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is the operating profit for the fiscal year of $211,163.83, 
making a total of $1,334,671.16. 

From this must be taken the following items: 

6% Common Stock Dividend_$ 78,524.86 ^ 

7% Preferred Dividend_ 56,311.50 * 

7% interest on outstanding Gold 

Notes _ 31,206.64 J 

1919 Income Taxes 9,902.25 

1921-1922 proportion of Gold Notes 

discount _ 17,416.64 

Patent Depreciation_ 10,000.00 > 

Domestic Inventory Adjustment_ 238,273.82 

Write down of French and German 

Values_ 171,079.57 * 

Premiums on Employees Stock sub¬ 
scriptions cancelled_ 12,700.00 t 

$625,415.28 


Leaving a surplus June 30, 1922, as per state¬ 
ment, line 49, of_$709,255.88 

In further explanation I will say that the domestic in¬ 
ventory adjustment, amounting to $238,273.82, resulted 
from the re-pricing of all raw and process material and 
finished product to replacement cost. The adjustment on 
French and German values, amounting to $171,079.57, was 
due to i-e-pricing of foreign accounts and inventories based 
upon the depreciated exchange. The total of these two 
items is $409,353.39, which is apnroximately the loss in sur¬ 
plus for the year (see line 49), the operating profits having 
taken care of dividends, note discount and interest and 
patent depreciation. 

The liquid condition of the company’s net assets, amount¬ 
ing to $2,674,915.88, is best shown by the net current assets 
amounting to $1,922,766.68, or 74.5%; the net invested 
assets amounting to $548,707.47 or 20.5%; the balance of 
the net assets amounting to $133,441.73 or 5% representing 
the net nominal assets. 

The following comparisons will be of interest: 

Ratio of receivables to current payables_320.1% 

Ratio of net current assets to all assets_74.5% 

Ratio of net assets to gross assets_59.7% 

Ratio of sales for the year to net worth_148.0% 

Ratio of cash to current liabilities_44.7% 

Book value of common stock_$28.60 

The decrease of $586,041.55 in total inventory was due to 
a write down of $238,273.82 and a reduction through sales 
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of $347,767.73. The inventory as of June 30, 1922, was 
$1,060,979.75. 

The management feels that a further reduction of the in¬ 
ventories to handle the present volume of business would be 
unwise. However, constant attention is being given to dis¬ 
tribution methods with the idea of keeping these at the mini¬ 
mum consistent with good business practice. 

The increase of $63,599.11 in plant and equipment is 
principally due to dies, tools and jigs for the low priced 
models, practically no additions to the plant and general 
equipment having been made. 

The increase of notes receivable shown on line 30, 
amounting to $157,552.42, is caused by the sale of the new 
models on time, our experience having been that a greater 
percentage is sold on the monthly payment plan than on any 
of our other models. 

On line 41—reserve for taxes for the year was combined 
with line 40, reserve for Contingencies. We feel that this 
item of $189,631.17 is ample for any contingency that might 
arise. 

On December 15, 1921, $100,000 of the 7% Gold Notes 
outstanding were redeemed and at the close of the fiscal 
year $50,000 had been deposited with the Trustee to apply 
on the $100,000 redemption due December 15, 1922. 

On December 31, 1921, $28,100 of preferred stock was 
redeemed as per the terms under which the stock was sold. 
At the end of the fiscal year $26,496.08 had been set aside 
toward the redemption of the 1922 quota of $39,200, re¬ 
deemable October 1,1922. 

It was found necessary in the first half of the fiscal year 
to increase our bank loans by $50,000. We have since re¬ 
duced this loan by $25,000. At the end of the fiscal year this 
item was $200,000. A further decrease of this amount was 
prevented by the capital required to carry the increase in 
our notes receivable since January 1, 1922, amounting to 
$167,000. 

Collections for the last half of the fiscal year have shown 
a decided improvement, the average collections in this 
period being approximately $313,000 per month as compared 
with a monthly average of $256,000 in the previous six 
month’s period. 

The business of the company for the fiscal year has been 
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in charge of the following officers elected at the Annual Di¬ 
rectors’ Meeting, August 16, 1921: 

H. C. Osborn, President 

*R. G. A. Phillips, 1st Vice-President 
W. C. Dunlap, Vice-President, in Charge of Sales 

*R. G. Pack, Vice-President, in Charge of Production 
S. H. Mansfield, Secretary, in Charge of Purchases 
E. F. Koenig, Treasurer 

*Mr. R. G. Pack resigned, as Vice-President, in Charge 
of Production, on March 1,1922, the Production Department 
being placed under Mr. R. G. A. Phillips, 1st Vice-President. 

PRODUCTION DEPARTMENT: 

The Production Department, formerly in charge of R. 
G. Pack, now in charge of R. G. A. Phillips is composed of 
three distinct sub-divisions: 

(a) Production Control—in charge of F. J. Kunze 

(b) Manufacture—in charge of E. Brunst 

(c) Inspection—in charge of C. E. Haas 

The splendid co-operation existing between these sub¬ 
divisions and the general attitude of all employees is largely 
responsible for the excellent results being secured through¬ 
out the plant. 

During the fiscal year the plant operated 292,000 pro¬ 
ductive hours as against 403,000 for the preceeding fiscal 
year, a decrease of 111,000 hours. 

The average number of hourly employees during the 
year was 231 as against 363 the preceeding year, a decrease 
of 132. 

The number of units of machines and attachments pro¬ 
duced during the fiscal year was 16,797 as against 15,200 
during the preceeding year, an increase of 1597 units. These 
figures show that the employee average production this fiscal 
year was 72.7 units as against 41.8 units for the preceeding 
year. 

An hourly comparison with units produced shows that in 
this last fiscal year there was produced .057 of a unit per 
production hour against .037 of a unit in the previous year, 
or an increase of 54.1%. 

While a considerable portion of the comparative increase 
shown in the Production Department has been due to new 
models placed on the market January 1, 1922, the fact re¬ 
mains that there has been a substantial increase in our out¬ 
put per employee throughout the year. 

A close contact is maintained between the Production 
and Sales Departments to the end that sales requirements 
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be provided and inventories be maintained within reason¬ 
able limits. 

Considerable thought and attention has been given to 
standardizing operations and perfecting departmental stand¬ 
ards, the benefit of which, while having been felt in the past, 
will be more evident when wholly in operation. 

Since the last fiscal year there have been general reduc¬ 
tions made in wages and salaries, brought about voluntarily 
on the part of the employees through Congressional action. 
The general average of the first six month’s of 1922 was 59.9 
cents per hour compared with 69.3 cents per hour for the 
year of 1921. Our present wage scale, considering the class 
of employees necessary in our plant, compares favorably 
with wages in other local plants of like nature. 

MAINTENANCE: 

The supervision of the plant and equipment has been in 
charge of F. J. Lyke, no additions having been made during 
the year. However, many changes conducive to more effi¬ 
ciency production have been put into effect. 

ENGINEERING DEPARTMENT: 

This department has been in charge of W. R. Allen as 
Chief Engineer. The activities of this department have 
been confined to re-designing of the new models placed on 
the market January 1st, as well as the designing and build¬ 
ing of tools and equipment for their production. 

Great care was exercised to eliminate all points of ex¬ 
pense with the view of lowering production cost to the mini¬ 
mum without sacrificing standard of quality. While the last 
lot of new models has shown a decrease in production cost 
of 48% over the first lot, a still further reduction will have 
to be made before arriving at the original estimated cost. 
This we expect to reach within the next sixty days. 

This department has devoted a great deal of time and at¬ 
tention to other active models, with a view of reducing the 
costs along the entire line, and good results are being shown. 

INVENTIONS DEPARTMENT: 

The Inventions Department, which is closely allied to the 
Engineering Department has been in charge of H. C. Gam- 
meter for the Multigraph and Folding Machine line, and 
Clifton Chisholm for the Addressing Machine not yet on the 
market. 

PURCHASING DEPARTMENT: 

The Purchasing Department has been in charge of S. H. 
Mansfield, Secretary. Analysis of the figures of this depart- 
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ment for the fiscal year presents some interesting figures. 

Our total purchases were approximately 60% of the pre¬ 
vious year in monetary value although the number of orders 
placed was 25% greater. 

Our purchases for the last half of the fiscal year showed 
an increase of 100% over the same period of the previous 
fiscal year and at the present time are running about 60% 
of normal. 

During the first half of the fiscal year just closed, our 
purchases were confined largely to supplies, maintenance and 
experimental items. With the launching of our new models 
in January, it became necessary to order materials for their 
production, hence, the marked increase noted above. Deliv¬ 
eries on many items, particularly steel, have been somewhat 
slow but we have been fortunate in anticipating our require¬ 
ments in such a manner as to avoid any serious delay in the 
factory. 

Our records are up-to-date and w’e are prepared to 
handle the increase in business which we believe this new 
fiscal year has in store for us. 

SALES DEPARTMENT: 

The Sales Department has been in charge of W. C. Dun¬ 
lap, Vice-President. This department includes Domestic 
Sales, Foreign Sales, Sales Promotion, Sales Research, Sup¬ 
ply Department, Rebuilt Department and Advertising De¬ 
partment. 

The first six months of the fiscal year was a period of re¬ 
trenchment and material reduction in our field personnel— 
which is reflected in the following figures: 


FIELD SALES ORGANIZATION IN U. S. AND CANADA 



June, 1922 

June, 1921 

June, 1920 

Managers _ _ _ 

_63 

67 

54 

Senior Salesmen 

_152 

160 

106 

Junior Salesmen 

_96 

102 

59 

Service and Repairmen 

_84 

96 

121 

Accountants, Clerks, 

Sten- 



ographers 

_138 

161 

78 

Others . 

_26 

45 

38 


559 

631 

456 


The success of our intensive campaign, starting January 
1, 1922, on the new models 59, 60 and 61 (The new Multi¬ 
graph at the lowest price at which a Multigraph ever sold) 
was highly gratifying. 
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This equipment has largely increased our opportunities, 
enabling us to reach the smaller business man, including re¬ 
tailers, of whom there are one million in United States and 
Canada. 


COMPARISON OF SALES BY FISCAL YEARS 


Increase or 

1921-1922 1920-1921 Decrease % 

United States_$3,297,155 $3,290,741 Increase .2 

Canada - 156,636 181,709 Decrease 13.8 

Foreign - 505,964 947,150 Decrease 46.6 


$3,959,755 $4,419,600 Decrease 10.4 


COMPARISON OF SALES—SIX MONTHS PERIODS 


Jan. to July to Increase or 
June, 1922 Dec., 1921 Decrease % 

United States_$1,951,489 $1,379,216 Increase 41.5 

Canada- 99,117 56,653 Increase 71.9 

Foreign - 226,111 247,169 Decrease 8.5 


$2,276,717 $1,684,038 Increase 35.2 

Our Sales Promotion and Sales Research Departments 
have aided largely by preparing sales material, tips, sugges¬ 
tions, analysing conditions and territories. 

Our Supply Department is constantly impressing the 
Field Force with the value of satisfying our customers by 
rendering real service. 

We are also training men for the sales force, selecting 
young men from the Factory force, or outside, who are am¬ 
bitious to sell our products. These men are instructed 
thoroughly in the mechanical adjustment of all models; also 
given a theoretical course in salesmanship and direct-mail 
advertising. When the course, which requires about six 
months, is completed, they are sent to division offices as 
servicemen, then promoted to junior salesmen and when 
they make good are promoted to senior salesmen. 
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REBUILT DIVISION 
R. H. Jarrett, General Manager 

The Rebuilt Division, with headquarters in Chicago, in 
charge of R. H. Jarrett, organized four years ago to handle 
the used machine situation, continues to prove its value. 

Owners of used Multigraphs who wish to dispose of them 
are taken care of in one of three ways: 

1st—Exchanging the old equipment in part payment for 
new. 

2nd—Buying the old equipment outright at our price. 

3rd—Selling the old equipment at owners price on a com¬ 
mission basis. 

All used machines sold are guaranteed by the Company. 
Old equipment traded in or bought outright is rebuilt and 
disposed of by this division in such a way that buyers of re¬ 
built machines are made satisfied users and supply cus¬ 
tomers. 

The sale of used Multigraphs by outsiders having no in¬ 
terest in the welfare of the buyer has been greatly reduced. 

Many Mechanics and Junior Salesmen for the sales force 
are trained in this division. Obsolete parts and equipment 
are salvaged here. 

A good profit was produced during the fiscal year, sales 
showing an increase of 4% and profits an increase of 6% 
over last year. 


ADVERTISING 

Tim Thrift, Advertising Manager 

Our advertising activities for the first half of the fiscal 
year of 1921-22 were confined largely to direct-mail adver¬ 
tising, produced on the Multigraph. During that period we 
had mail campaigns to banks, insurance agencies, stock and 
bond brokers, churches, retailers, users and several special 
classifications of prospects. Approximately 300,000 pieces 
were mailed. 

At the beginning of the second half of the fiscal year, 
January 1, 1922, when our new Multigraph at $150 was 
brought out we featured it in an advertising campaign in 
the following publications: 

The Saturday Evening Post 

System 

Business 

Office Appliances 
Sales Management 
McLean’s Magazine (Canada) 

Toronto Saturday Night (Canada) 
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Later we added 

The Literary Digest 
The American 
Collier’s 

Nation’s Business. 

In this connection it is interesting to note that from 
Januapr to June of 1922 we produced within 200 as many 
inquiries from magazine advertising as we secured during 
the entire year of 1921, and that many of our offices reported 
making sales to as high as 80% of the inquiries sent them. 

This advertising featured, for the first time in any of our 
advertising, the matter of price and terms. This, coupled 
with the announcement of a new product, undoubtedly ac¬ 
counts for the great interest shown by the public. 

We continued our direct-mail advertising through the 
second half of the year. Campaigns were sent out to special 
lists of prospects, and approximately 275,000 pieces were 
mailed. 

The total sales in which advertising assisted from July, 
1921, to April, 1922, inclusive, a period of ten months (the 
figures for May and June are not available) were $778,442.46 
or 22% of the gross sales of the Company for that period. 
This is an increase over the same period in 1920-21 of $83,- 
699.59 and an increase in percentage of the gross sales of 
2.4%. Our total advertising appropriation for the ten 
months was $174,170.34, which was 4.9% of the gross sales 
for that period, and $60,354.21 less than for the same period 
in 1920-21. 


FOREIGN DEPARTMENT 
A. E. Ashburner, Foreign Sales Manager 

Generally, the economic conditions throughout the world 
during the past year have been controlling factors in retard¬ 
ing the growth of our foreign business. Many of our agents, 
not being able to secure prompt deliveries in the latter part 
of 1920. placed orders for goods far in excess of their im¬ 
mediate needs. With the deflation in their markets it left 
them with a larger inventory than they would have had 
under normal conditions. As a consequence they were forced 
to liquidate this stock before placing orders for additional 
equipment; and, with a sales condition in their countries 
similar to our own, they were unable to dispose of their stock 
as rapidly as they had hoped and only placed with us a 
limited number of orders during the year. 

However, in reviewing our business with several of our 
largest agencies in Europe, there is a decidedly better feeling 
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in these markets, evidenced by the orders we are receiving, 
which shows a decided trend upward. 

Price is a controlling factor all over the world at the 
present time, and with the introduction of the new low priced 
equipment together with the reduction in prices on certain 
other models, we believe that the sales of the Foreign De¬ 
partment next year will show a substantial gain. 

THE BRITISH ISLES 

The business of our British agents, The International 
Multigraph Company (Britain), Ltd., is in a very healthy 
condition. While the business fell off slightly last year— 
due largely to the coal strike and the engineers’ strike—the 
last six months show a decided increase and we believe that 
our business in the British Isles will be more than regained 
during the coming year. The business, particularly in the 
provinces throughout the northern part of England and 
Scotland, shows a nice distribution of our products and many 
of our branches are doing a business that may be compared 
favorably with some of our branch offices in this country. 

FRANCE 

Our Paris branch shows a slight increase over the pre¬ 
vious year. We have five agencies in France operated 
through the Paris office and the conditions in these terri¬ 
tories are much better than at any time since the Armistice, 
so that with the improvement that is now evident we feel 
that the company can safely be assured of a satisfactory in¬ 
crease in the volume of business from France in the future. 

GERMANY 

As you know, we were able to maintain our office in 
Berlin during the war, even though shipments from the 
outside were cut off; and due to the efficient management of 
Mr. J. C. Osborne we came through without a loss. But since 
the signing of the treaty, the depreciation of the mark has 
been a serious matter and we found it impossible to sell in 
Germany on the dollar basis. Therefore, it has been neces¬ 
sary, during the fiscal year, to write off our loss in Germany 
and we have closed out our direct representation in Germany 
and have appointed a local concern as our agent. This will 
insure us against further loss in Germany, although we may 
not realize a large volume of business from this source until 
general conditions become more normal. 

In summing up the whole foreign field, we cannot help 
but feel optimistic. However, we do not believe business is 
going to come with a rush, but it will come steadily month by 
month and the volume of business that the Foreign Depart- 
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ment will be enabled to produce during the coming year will 
be a substantial factor in the company’s gross sales. 

INDUSTRIAL RELATIONS DEPARTMENT: 

The Industrial Relations Department has been in charge 
of Mr. J. K. Wise. During the past year the operations of 
this department have been confined to moves most necessary 
in establishing plant morale on a sound basis of good-will. 
The activities of this department have been conducted in as 
broad a scope as in the past but with limited help and at a 
minimum cost. These activities include the following gen¬ 
eral branches: 

Employment Department: The standard of employees 
is high, and applicants are carefully selected. The policy of 
Americanization, in operation during the war, has been kept 
in force. Educational classes have been maintained with the 
object of preparing employees for positions of greater re¬ 
sponsibility. A branch of the Cleveland Public Library is 
maintained, and current magazines are collected and dis¬ 
tributed to employees. 

Service: Advice is given on investments, loans, house¬ 
building and other matters pertaining to the individual per¬ 
sonal problems. Saving is encouraged, and in co-operation 
with a bank savings deposits are accepted in the cashier’s 
department. In dealing with our co-workers anything in the 
nature of paternalism is strictly avoided, and service only is 
intended and desired. 

Dispensary: Under the direct supervision of a regis¬ 
tered nurse, first aid as well as later attention is given in ac¬ 
cident cases. Consultations on matters relating to health are 
invited and advice given when needed. Visits to homes 
where there is sickness are made as often as necessary, and 
much has been done to reduce lost time due to accidents and 
sickness. 

Cafeteria: Good, wholesome meals are served at noon 
to both factory and office employees, at the lowest possible 
price. This department, owing to increased patronage of all 
departments is practically on a self sustaining basis. 

Congress, the representative body of factory workers, 
has done constructive service during the past year and the 
closest co-operation exists between the management and em¬ 
ployees. The granting of vacations to factory employees 
who have been at least two years in the service of the com¬ 
pany has benefited both employees and company by estab¬ 
lishing an asset of good-will and confidence. Employees 
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group insurance has proven most satisfactory and during the 
past year there have been many cases where this help has 
saved real distress. 

With every department of our business in the hands of 
competent and experienced men and complete co-operation 
existing throughout the entire organization, I feel that we 
are in position to take full advantage of the return to nor¬ 
mal conditions and the continuation of normal growth re¬ 
tarded during the late depression. 

Respectfully submitted, 

H. C. OSBORN, 
President. 
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